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Introduction 
There are those who associate globalization with America. What exactly is America's role in globalization? 

Certainly America figures prominently in globalization; it was the discovery of America in October of 1492 by 

Columbus which really started the process of globalization. Of course, this first phase of globalization was 

essentially the Europeanization of the world. It was in the late 19th century that America assumed a central place in 

the global market place, and the centrality of the United States remains the case, though this appears to be 

undergoing real challenges by new global players. This paper will examine the historical rise of America as the 

central global player in the late 19th and 20th centuries, and then try to assess its current role in the global market 

place. Though the focus is on the United States, the analysis will also reveal the core features of globalization, and 

lead to the larger debate about globalization- its promises and perils. Is it primarily an exploitative process 

(environment, labor), or is it a force for wealth creation, raising the standard of living of economic underdogs? 

It will be further argued that, through American influence, the global economic system has developed in 

a new way, specifically what has been termed the "financialization" of world markets. It has been 

demonstrated, and the arguments will be presented here, that this has directly led to the global economic melt 

down of the early 21st century; thus America is the primary player responsible for the worldwide credit crisis of 

our time. 

Historical Background: the beginnings of globalization 
Globalization was concurrent with colonialism. European conquest, beginning in the 16th century, opened 

up new and untold markets and European society was enriched. Population growth, economic competition and 

expansion between the major European powers created a system of players in a new global system of trade. The 

two pillars of globalization- cross-border trade and foreign direct investment (FDI) were in play, however, of the 

two, trade was by far the mainstay of globalization, and by the early 17th century, a new economic system had 

emerged: capitalism. Capitalism can be understood as a system where individual entrepreneurs and firms take 

risks with their own and often other people's capital and place that capital in a place where it will hopefully 

grow. Thus it is different from the previous political economy of the Middle-Ages (feudalism), which was a 

basically static economic system, and economic growth was in the context of conquest of one kingdom over 

another's lands with all the fixtures on that land. Capitalism, which became the new political economic order in 

the 17th century, emphasized growth through capital investment in new ventures - colonial expansion being the 

foundation of this new order (a point that Marx seems to have under-stressed).1 

1 Karl MARX conceptualized colonialism as a major moment in the historical process of PRIMITIVE ACCUMULATION, and 

therefore as a precondition for the domination of the capitalist mode of production. John Milios National Technical University of 

Athens Athens, Greece. [29 July 1997] 
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Holland was the leader in this new economic order which was very different from feudalism; individual 

investors bought common stock in the VOC (Dutch East India Company) and this capital was used to open new 

markets around the world. The British East India stockholding company followed around the same time 

(founded around 1600); it would enrich its investors and its home country, becoming the largest corporation in 

the world by the 18th century.2 This early fonn of globalization was, of course, based on exploitation. Later 

fonns of globalization, as we shall see, also involved the exploitation of some groups in the name of profits. 

It must always be remembered that globalization is also based on technology. In the 15th century it was 

new innovations in ship building and navigation which enabled European powers to colonize the world, not to 

mention European canon, which helped them fairly easily subjugate indigenous peoples around the globe. 

Technology has been the driving force behind globalization since its beginnings, and continues to be the 

driving force behind it today. 

The first industrial revolution began in England in the late 18th century and this contributed to a new 

phase and an intensification of globalization. By the early 19th century, mercantilism was beginning to weaken. 

The English factory system which was able to produce new types of goods more cheaply gave them a 

competitive advantage such that mercantilism was no longer a necessary or even desirable economic policy. An 

industrial nation could out-compete other nations, so mercantilist type trade protection was superfluous; 

domestic merchants could compete on their own terms and didn't need artificial supports. In fact, Great Britain, 

as the world's leading industrial power in the early 19th century led the way for globalization. It accounted for 

1/3 of all international trade. (Frieden 2006:33) 

By the time of the second industrial revolution in America after the Civil War, the old mercantilist 

system had broken down, and the world was ready for the next major phase of globalization- free trade, open 

markets. This can be understood as the beginning of modem globalization- the end of mercantilist 

protectionism and also the beginning of the end of the colonial system. 

America and the Golden Age of Globalization 
It was America, however, which became the world's leader as America entered the "Golden Age" of 

globalization in the late 19th and early 20th century. Between 1893 and 1913, Britain's world became 

Americanized (Eckes, 2003: 9) As international trade developed, the gold standard became important- by the 

1870's most industrial nations depended on it, and some have argued that the gold standard was the key which 

allowed for global integration on a scale never before seen. "The predictability of the gold standard facilitated 

world trade, lending, investment, migration, and payments. Bankers and investors could be certain about debts 

being paid in gold equivalents or about earning profits in gold-backed currencies." (Frieden 7) 

It is also important to remember the key role of technology in globalization- in this case, it was the 

industrial revolution in America which produced new transportation and telecommunication technology, based 

on a new fonn of energy (oil) and electrical power generation. With this new technology and mass production, 

international investment soared. By the 1890's, American inventions and other types of business ingenuity and 

acumen had succeed in making America a hugely prosperous nation. Though Britain still had an advantage 

2 It would also become the largest drug trafficker of all time. Mike Marqusee, Whitewashing the Past, The Guardian Unlimited. May 

24,2002. 



with shipping, America now had a competitive advantage in product development and manufacturing. (Eckes 22) 

The Great Depression of 1873-1896 led to anti-globalist feelings. It was a period of gradual decline in 

prices around the world. After the depression ended, however, there were two decades high growth and global 

integration. The gold standard seemed to be one of the central keys to this stable prosperity. 

• If a country exported less than it imported, it meant that their currency, backed by gold, was leaving the 

country. 

• As gold backed money left the country, the supply of money declined- they couldn't just print more money, 

since it was backed by gold. 

• Thus the nation's ability to purchase goods from abroad declined. 

• Producers would then have to cut prices and lower wages. 

• Exports would bounce back, being cheap and attractive to foreign buyers (imports would remain expensive) 

• Thus the country would recover its economic health- high exports bringing gold back currency into the 

country, and fewer imports means less loss of cash. 

Thus the years from 1896-1914 were, in the words of Jeffrey Freidan, "the high point of international 

economic integration." (16) World trade nearly doubled between 1896 and 1913. (19) As the 20th century 

began, the world was a fairly open place economically speaking. Trade was free (low tariffs). Nations which 

had not previously been major economic players were also swept up in globalization, e.g., Canada and 

Argentina both became richer than France. 

Again it is important to keep in mind the importance of technology in globalization; in this period of the 

rise of industrial capitalism, improved shipping led to decreased shipping costs, and the telegraph connected 

distant markets. The telegraph removed the uncertainty about distant interest rates and even allowed the 

instantaneous 'wiring' of capital and credit." (Bernstein 2008:341) 

Trade protectionism, particularly in the form of tariffs, would later come into the picture. This would 

have two negative economic consequences- the tariff makes the price of goods higher, thus the consumer loses 

out, more than the producer and 2) it leads to inefficiencies in the system, by supporting one industry over 

another. (Frieden 66) Furthermore, trade protectionism supports cartels or trusts (monopolistic and oligopolistic 

enterprises). Cartelization is about market control, and what better way to dominate and control markets than 

by demanding tariffs? Cartels limit supply and keep prices artificially high because imports are restricted 

through tariffs. "In the United States, the growth of the Sugar Trust, the Steel Trust, and other oligopolistic 

combines would have been impossible without America's high tariff barriers." (66) 

America in the Post World War II Global Economy 
Between 1924 and 1929, global economic activity based on manufacturing, saw an explosion of 

economic growth both in Europe and America. International investment returned to high levels, however there 

was something new- rather than coming mainly from Europe, it now came from America. Wall Street replaced 

London as the world's financial capital. American multinationals, though not new, became much more truly 
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multinational in the sense that and American companies became, for the first time, multinational, with branch 

offices set up allover the world. After the Federal Reserve Act of 1913, U.S. banks were allowed to operate 

overseas, and by the late 1920's had almost 200 overseas branches. (Frieden 141) 

The Rise of the Modern (American) Corporation 
America was the place where the modem corporation was born. First in the late 19th century, the limited 

liability stockholding corporation, through stock offerings and mergers (monopolies), was able to achieve great 

economies of scale never before seen, and thus amass great wealth. In the 20th century, starting with Ford 

Motor Co., the modem corporation became vertically integrated- bringing together previously separate 

functions under one roof- design, production, marketing, distribution, etc. This new organizational style helped 

to facilitate economies of scale. It also became multinational. It was the automobile industry which was the first 

significant U.S. multinational corporation. American multinationals in the form of the vertically integrated 

corporation brought new products, marketing, and managerial techniques to countries around the world. 

(Frieden 166) Though the American automobile industry took off first, it should be noted that Europe, too, soon 

achieved a vibrant automobile industry which caught up (by 1930). Automobiles are hi-tech products involving 

a variety of different raw materials combined in a very technical and precise way, thus stimulating and moving 

industrial capitalism in the direction of what we now call hi-tech. 

Globalization during the Great Depression 
The speculative bubble and over-production of the 1920's led to the financial collapse of industry in 

1929, which in turn led to deflation and widespread unemployment in America and around the world. The 

world's economic markets, with America leading the way, had become fully integrated, so a collapse in U.S. 

industry and deflation reverberated around the world. "Deflation and prolonged depression triggered financial 

and currency panics that moved around the world, at times like a gradually spreading stain, at times with 

lightning speed. Shocks were carried from country to country by skittish investors shifting money from one 

market to another." (181) 

By 1932, world trade was about 1/3 of its pre-depression levels. International financial markets were 

almost completely shut down as government economic policy swung towards protectionism. Thus, the Great 

Depression of the 1930's destroyed ideas of free market capitalism, laissez-faire economic policy, and also the 

hegemonic role of business in the political sphere. America replaced the old order with a highly unionized 

welfare state (as opposed to pure socialism, where unions would be less important). Some countries, of course 

turned to fascism, autarky, or otherwise totalitarian regimes. In both cases, free trade and foreign investment 

dried up, and globalization was replaced by global war. 

After the War: the Bretton Woods Era 
The post-war saw not only a pax Americana but an American led era of global trade on an incredible 

scale. Bretton Woods provided the policies and rules for the ascendency of global capitalism mixed with the 

welfare state on an American model. Europe and Japan also shared in the wealth of the expansion of global 



trade, but it was American led growth. 

The Japanese miracle (output increased 8 times in 25 years), owed much of its success to American 

innovative technology and efficiency techniques which were copied, and of course America became a huge 

market for Japanese exports. Furthermore, during the Cold War, millions of u.s. dollars poured into Japan, as 

America fought a war in East Asia (Korea, 1950's) and then one in South East Asia (1960's). The Japanese 

learned new methods and created their own industries which were successful in penetrating new markets. 

Japanese firms spent lots of their research budgets on buying foreign technology. (e.g., from Western Electric 

or Bell Labs). Also, the weak yen/dollar made Japanese exports highly competitive. By the 1960's Japan had 

become a major player- with cars being sold in America and even plants there (Honda had a plant in LA in 

1959). 

Foreign corporations, especially American multinationals, became eager to invest in Europe and Japan 

and now the mechanisms (for example GATT) were in place to do so. The result was huge American led 

economic growth (world GDP). Furthermore, American foreign investment found lots of new places to 

germinate. "American multinationals that established affiliates abroad brought with them the latest 

technologies, marketing, and management techniques. . .. American markets and capital helped reorient the 

world's industrial economies." (Frieden 283) Multinational corporations now took the lead in FDI. Previous to 

the Great Depression, MNC's had spread, but had represented a small amount of international spending. By 

1950, however, American multinationals accounted for twice the amount of foreign loans and stocks. 

By 1973 five of the top ten American corporations made 80% of their profits abroad (all oil companies). 

Ford, Chrysler, ITT and IBM made half of their profits abroad. Foreign investments by these firms were more 

important than profits for trade- " .. .foreign direct investment was the leading edge of international economic 

integration." (Frieden 294) 

The Bretton Woods Period (1948-73) 
Of course the Bretton Woods agreement had laid the policy foundation on which this new era of 

globalization could proceed. It promoted free trade (through tariff elimination), stable currency (through 

making the dollar the world's currency), and high levels of FDI. The United States played the central role in all 

of this. Since one of its main goals was trade liberalization, the General Agreement on Tariffs and Trade was 

drawn up (GATT), "which came to be a pillar of the Bretton Woods institutional order." (Frieden 288) Under 

GATT hundreds of tariff reductions were negotiated, and GATT rules required that, if two member nations 

agree to a tariff reduction, then it would apply to all member nations, as well. The result was that exports from 

the western nations and from Japan exploded between 1950 and 1973. 

After the war, there wasn't enough gold to go around, so the dollar became the basis of the world's 

economy. The IMF initially administered this new monetary order. Although there was technically a return to 

the gold standard, it was more in name than in fact, and the dollar remained global currency. 

The post war period was a globalized economy, but nations still had a degree of economic autonomy. 

The social welfare state, constructed in most liberal democracies with strong labor unions, helped a stable and 

relatively prosperous middle class to develop. The result of this new order was a period of worldwide economic 

growthin the western economies and Japan; "the most rapid rates of economic growth and the most enduring 

economic stability in modem history." (Frieden 300) 
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The Bretton Woods era (Post-War till the 1970's) was the time of America's rise to world political and 

economic hegemony. Geopolitical power was tied to economic power (Bernstein 2004:363), and America 

assumed the number one role both in the global market place and in world military and political power. In the 

early 20th century, "only a small number of cmmtries handled most of the currencies and goods being traded." 

(Kogut 1999) 

The End of Bretton Woods 
Under the Bretton Woods system, global integration was facilitated, but governments had their hands 

tied- if they experienced inflation, their currency would become overvalued. This would hurt export trade

products would become more expensive to buy. Consequently, governments would be under pressure to bring 

prices down- by raising interest rates, cutting government spending and reducing consumption. In the case of 

America, there was little incentive to remain on the gold standard; furthermore, U.S. balance of payments was 

out of balance; foreign nations had been accumulating a large amount of dollars, more than could be redeemed 

in gold, so in 1971 Nixon took America off the gold standard. If a large number of dollar holders asked for 

gold, there would be a run on the precious metal. Going off the gold standard and going to a system of variable 

rather than fixed exchange rates, was a momentous change in u.s. macroeconomic policy. Though variable 

exchange rates leads to instability in the globaleconomic system, it also gives national governments more 

latitude in managing their economy (e.g., through devaluing their currencies). 

The New Global Economic Order after the 1970's 
In the 1970's, as Japan and also German and other European exports became competitive, American 

producers became alarmed and fought for protection. GATT rules were opposed to nonagricultural tariffs, but 

under GATT, a country could be charged with dumping.A new kind of trade protectionism was developing 

with a variety of non-tariff barriers (NTB) 

1) Accusations of dumping 

2) Using carrots and sticks to get Voluntary Export Restraints (VER) from an offending country's producers 

[this resulted in a kind of cartel-like situation where American and foreign producers made agreements 

which would keep prices artificially high] 

The 1970's saw American manufacturing hegemony being challenged, especially major exporting 

industries (usually unionized); both labor and capitalists were seeking some form of protectionism, " .... and an 

American tum toward protection seemed likely to reverse the course of global trade integration." (Friedn 348) 

The period also saw a reaction again FDI. During the postwar years, the MNC was the favored means of FDI 
because they took all the risks, brought in the technology, capital and jobs, though of course, taking most of the 

profit. This arrangement had worked well to expand u.s. FDI to about 2 hundred billion dollars in investments 

every year. However, from the 1970's on, when American industrial might was being severely challenged, 

there were forces challenging the MNC. Local competitors complained about market domination. The MNC 

was also attacked for exploitation, along with the destruction of social and political systems (anti-democratic). 



(349) For example in Chile, a democratic regime was overthrown in favor of a dictatorship with the direct help 

of the American ITT corporation. 

By the early 1970's the global financial markets were huge, with huge flows or capital on a daily basis. 

However, inflation reared its ugly head as all the economic boom with its high demand for raw materials 

resulted in price hikes of those materials, thus fueling inflation; the underlying weaknesses of the system came 

to a head with the oil shocks, and the excessive weight of the welfare state with its inefficiencies, and excessive 

regulation of some industries making them uncompetitive. The period of stagflation followed, and the value of 

the dollar fell. 

In 1979, Paul Volcker at the Fed administered the heavy medicine which cured the ailing economy- at 

least inflation. Though workers and those at the bottom of society were hurt with unemployment or reduced 

wages, the investor class got back on its feet. "Policy after 1979 strongly favored the financial community and 

investors." (Frieden 372)The most deregulation was on Wall Street. (Gordon 2005:393) Thus the stage would 

be set for the rise of a super-rich investor class which commanded sky-high salaries and commissions and 

bonuses unconnected to actual performance. Also, the stage was set for the new "casino economy" in which 

people's pensions funds and life investments were now in play, to be decimated as a result of over-speculation 

in the credit crisis of 2007/8. 

Between the early 1970's and the early 1980's, international capital markets had grown about 10 times 

their previous size; by the early 1990's it was lending out about $1 trillion dollars a year. Domestic borrowing 

is expensive, but now govemments could borrow much capital at competitive rates. Deficit spending depends 

on foreign money and America became a net debtor nation. Since foreigners lend money to the U.S. by buying 

U.S. treasury bonds, the value of the dollar went up- by more than 50%! (Frieden 382) Though this meant that 

foreign goods could be bought cheaply, American manufacturing dried up or was off-shored, or out-outsourced. 

The 1980's and Beyond: Reaganomics and Neoliberalism Economic Ideology and Policy 
Ronald Reagan was responsible for restructuring the American political economy. (Gordon 2005:392) 

From the 1980's a new capitalist ideology everged-- monetarism, sometimes more broadly called 

neoliberalism. This· included an attack on big government and the welfare state, labor unionism, with a twin 

policy plan of deregulation and privatization. "Deregulation and privatization were both the cause and 

consequence of technical change and global economic integration." (Frieden 399) Reagan as well as other 

governments around the world resorted to budget deficits- so that they could have their cake and eat it too- cut 

taxes, cut the welfare state, cut government regulations, but increased military spending and spending on 

popular programs. In addition to this, world financial markets had grown such that deficit financing became 

much easier. The dollar increased in strength due to the restructuring of the American economy, and foreign 

capital along with foreign immigration poured in. In the words of the economic historian John Steele Gordon, 

"The world economy was undergoing the most profound transformation since the coming of the Industrial 

Revolution two centuries earlier, perhaps since the coming of agriculture ten millennium ago." (2005:401) 

Bill Clinton's economic policy in the 1990's resulted in a surplus in the U.S. national budget. Other 

governments, like the Clinton administration in the U.S., had moderate tax increases in some areas, spending 

cuts where possible without sacrificing some basic social safety net provisions, so budget deficits were closed. 

Along with new macroeconomic politics, governments around the world made renewed efforts to become part 
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of the global marketplace. What this entailed were new actions towards trade liberalization. By the 1990's 

international and domestic financial markets were totally integrated. During the 1990's, the internet increased 

global information flows. Not only the major western powers, but Eastern Europe, Asian and Latin America, 

and countries in Africa were part of the global market place with reduced trade barriers. Third world players 

were often part of a new world of "emerging markets." Now markets were so intertwined with so much capital 

changing hands on a daily basis that governments and business managers had to keep a sharp eye on investor 

psychology. 

However, because the "financialization" of world markets, a series of banking and financial currency 

crises often erupted-- in Mexico over the pesos in 1992, and in 1997 in Asia. In that year, East Asian 

economies were attractive to investors- stable, prosperous, conservative-with little debt- so billions of foreign 

investor money flowed in form MNC and from financial markets. Thus prices rose. Much of the investment 

was in banking and real estate; by '97 and '97 exports started to lose ground, in the face of inflation, and more 

red ink in the banks. Consequently, investors, anticipating a currency devaluation began their sell-off of 

currencies. It soon turned into an investor panic and as they ran to the door, the economies of Thailand, 

Philippines, Indonesia, Malaysia, and then Taiwan and Korea were devastated by the investor panic. It is one 

thesis of this paper that the financialization of markets in the global economy has put us in such a precarious 

situation. In a pattern which was to become all too familiar, taxpayer monies were being used to rescue the 

foolhardy investors. 

It must be noted that, even during the 1970's stagflation and recession of the 1980's international 

finance and trade grew fast; between 1973-79 it tripled. Foreign direct investment by MNC soared from 10 

billion a year to almost 100 billion. International lending increased 12 fold to about 300 billion a year. 

International financial markets went from 160 billion in 1973 to 3 trillion in 1985. (Frieden 397) Global elites 

formed- business leaders and government officials, academics and joumalists- "Globalization encouraged a 

convergence of the cosmopolitans." (243) 

In the 1980's and '90's government deregulated national financial systems, allowing them to engage in 

more cross border activity. By the 1990's government control had relaxed in most of the major economies 

which allowed for a huge wave of mergers and consolidations. By 2000 it had increased about 5 fold and about 

1/2 of all these consolidations were private u.s. firms. About 1/4 of these mergers were cross border mergers 

rather than among domestic firms. (Frieden 399) Trade restrictions became loosened across the board. China 

abandoned central planning and India gave up import substitution. Russia and Latin America made similar 

moves towards global economic integration. 

Free Trade Zones 
There was a new focus on regional trade agreements with the emergence two large trading areas- the 

EU, which included now Central and Eastern Europe as well as former African and Asian colonies, and 

America, which ran throughout the Western Hemisphere. Trade blocs made exports cheaper to produce, 

allowed business growth, attracted investment from abroad, and encouraged consolidation. (Frieden 411) ED 

integration strengthened firms and markets in Europe. NAFTA resulted in trade more than doubling. American 

and Canadian firms could produce in Mexico. As a result the Mexican economy was reinvigorated. 

With modem globalization, investors can easily search the globe to find new opportunities- places rich 



in raw materials, cheap labor, skilled labor, favorable government regulations, and so on. It has given investors 

and firms, above all else, more flexibility. It might also result in exploitation, a lack of commitment to the 

community.The production of components parts became outsourced, thus as markets became integrated in the 

new global economy, patterns of production were destroyed and new ones emerged. As with Dell and other 

companies, the result was that "Global production allowed companies to reduce their costs and gave developing 

countries opportunities to occupy profitable economic niches." (Frieden 417) This would have profound social 

economic consequences, both good and bad. 

Criticisms of Globalization 
At the end of Nov. 1999, the WTO meeting in Seattle was met with violent protest. Organized labor 

joined students and other activists to protest this new religion of free trade, which overrode any human social or 

political considerations. After it, a new critique of globalization entered the general public's consciousness. 

Nike served as a controversial example of globalization. It is a designer and developer and marketer of 

imported footwear manufactured by independent subcontractors in cheap labor countries. (Eckes 2003:246). 

The Nike Air Max Penny is made of 52 material components made in five nations. (247). Continual waves of 

currency and banking crises supported those who criticized the dangers unbridled globalization - the weakest 

link. Susan Strange has called the situation of endemic instability "casino capitalism" (1986:passim) 

By the 1990's there was a macroeconomic problem with globalization, described by Robert Mundell 

(who won the Nobel Prize in economics for his work in 1999) that there was a basic contradiction in 

globalization. As countries became more integrated into the global economy, they lost national economic 

autonomy. Countries were faced with a choice: either give up control over national monetary policy, or give up 

a stable currency. Just as when America went on the gold standard, it gave them monetary stability but 

constrained their ability to make monetary policy to meet domestic economic crises. Countries may need to 

increase the money supply during hard times, but global integration may constrain this choice. 

Debtors demand a strong currency while exporters want a weak one. Globalization hopes for currency 

unification, while domestic economic policies need more flexibility. However, the danger is that global 

financial markets now allow governments and firms to borrow more money, more easily. In 2008, America was 

central to the debt crisis, and the world's largest debt crisis continues even today, at the time of this writing. 

(Frieden 2011) 

The Challenge to American Economic Hegemony 
The 1980's saw some real challenges from Japan, German and the Asian Tigers like Singapore, Hong 

Kong and South Korea and Taiwan. "These nations were experiencing higher rates of productivity growth than 

the United States, and their living standards and real wages were gowing steadily. In contrast, America's two 

decades of anemic productivity growth led to falling wages and declining living standards for the majority of its 

families. Unlike Japan, Europe and the Asian Tigers, the U.S. experienced record trade deficits the previous six 

years." (Uhalde 2006:4) However, from 1995, America bounced back and resumed its place as the lead player 

in the global market place and economy. Certainly the dot.com bubble had much to do with this, but the digital 

revolution with all its innovation and essential new technology gave America a real injection of productive 
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capital. Despite the recession after the terrorist attacks in 2001, the U.S. emerged, "with a new and stronger 

economy" (Uhalde 4) Nevertheless, the labor market had permanently shifted to a service sector emphasis, 

heavy manufacturing had basically dried up and move to Asia, and the gap between rich and poor had grown 

larger. In addition, there was increasing financialization of the economy, started perhaps under Alan 

Greenspan's reign at the Fed, but continuing on as top financiers designed new investment schemes with so

called zero risk. We all know what happened to those zero risk investments. 

In the 21 century, almost overnight, China, India and former Soviet bloc countries have become 

important players in the global supply chain- about 2.7 people all told, of which about 1.5 are new members of 

the globalized labor force. 

The China Challenge 
American hegemony in the global system is threatened by competition, particularly China. The 

economic historian William Bernstein has written, "Regardless of the duration of American hegemony, it 

seems likely that for the foreseeable future prolonged great-power status will become the exclusive domain of 

populous, innovative liberal democracies, the only nations that will be able to expand their economies, 

developtheir weaponry, and adequately fund their militaries." (2004:368) The case of China, however, seems to 

prove Bernstein wrong. They have achieved great power status and have certainly expanded their economy, 

with a formidable military presence on which even American depends (i.e., keeping stability in the Korean 

peninsula), and seem to have no trouble with mi~itary funding. Most of America's growth (about 4% GDP 

growth a year) is related to China as an emerging superpower. "In effect, Chinese investment has taken over 

from US consumption as the locomotive of global growth." (Legrain 2011). 

The following benefits to America accrue from Chinese global growth: 

-imports grew 24% over the last year 

-its trade surplus is getting smaller 

-Chinese manufacturers provide cheap inputs for businesses everywhere. (Legrain 2010) 

China is, of course, not the only challenge to American economic hegemony. Indeed, it is China and 

also Russia which suggest an alternative model of globalization, one where undemocratic nation states are now 

central players. India is predicted to grow larger than Japan by 2030 and its population will eclipse China by 

2036; the BRIC economies together are likely to be larger than the G6 (US, Japan, UK, Germany, France and 

Italy) by 2040. (Uhalde 2006:6) 

Conclusion 
Globalization is the nature of the world epoch in which we live and, barring some sort of world system 

collapse, will continue to be the case in the future. It is no longer necessary to ask if globalization is good or 

bad. A more germane question is, do we need to reign in or empower markets? (Frieden 471) A different, but 

related question is, will America retain its superpower status in the global economy? Three main factors stand 

out as having allowed the U.S. to become preeminent in the global economy in the 20th century: scale, 



innovation and educational attainment. (Uhalde 2006:2) It therefore seems like the U.S. will continue to 

maintain centrality in the global marketplace, but must be reined in rather than further empowered. The 

economist Philipe Legrain (and many others) argues that import tariffs are not the way to go, and further, he 

argues that trying to reboot American manufacturing is not the way to go either. "Reshaping the US economy 

to cater more to the need of emerging economies would do far more to boost US exports," he argues (2011). 

This is surely an unconventional, politically incorrect argument. Yet it is realistic, practical, and a solution 

which is not based on trade antagonism, but on convergence in the truest meaning of the world- fostering 

cooperation and harmony in the global economy. This means that globalization need not assume an American 

mode in the 21't century. "Companies can be integrated into worldwide markets without conforming to a single, 

global ideal of behavior." (Kogut 1999:165) 

However, though globalization must be accepted as the stage of world economic development we now 

find ourselves in, it is not without fundamental problems. The biggest threat to the world economy may not be 

from China, but from America itself, which is "fiscally passive, and monetarily aggressive." (Legrain 2011) 

The sociologist William Robinson is one of many voices expressing the view that there is now a crisis 

in global capitalism (2007). Its contradictions cannot go on indefinitely. One of the most glaring contradictions 

which has brought us to the precipice is the fact that capitalist system is ideologically grounded in the belief in 

free trade, and the magic of the market place- that finance capital will find the best place to land which will 

further the interest of all members of society- yet, in fact, the transnational corporation and speculative finance, 

rather than fostering free market capitalism, have, in many instances, obviated the principles of free market 

capitalism. Global financial institutions which once supported American hegemony now support the political 

power and control of both MNC and their bases of support (investment banks). The WTO and IMF are part of a 

coherent system of transnational governance aimed at establishing and maintaining the power of economic 

elites. It is true that sometimes those people at the bottom of the system (playing the slots, metaphorically 

speaking) make a bit more, but they rarely hit the jackpot; about 80% or more of the global population is falling 

behind the other 20%. If the global economy can be characterized as a big casino, then the house (corporate and 

financial elites) will always win. 

BIDLIOGRAPHY 
Bernstein, William]. (2004) The Birth of Plenty: How the Prosperity of the Modem World Was Created. NY: 

McGraw-Hill. 

-(2008) A Splendid Exchange: How Trade Shaped the World. London: Atlantic Books. 

Chinn, Menzie D. and Jeffry Friedan. "The Downgrading of a Debtor Nation," The New York Times. Aug.8 

2011. 

Danaher, Kevin. (2011) Globalization and the Downsizing of the American Dream. 

http://www.globalexchange.org/resources/econ10l/americandream 

DeLong,]. Bradford (1997) Slouching Toward Utopia: The Economic History of the Twentieth Century. 

179 



180 

Steven L. Rosen America in the Global Marketplace 

http://www.j-bradford-delong.netitceh/Slouch_wealth2.html 

Eckes, Jr. Alfred E. & Thomas W. Zeller. (2003) Globalization and the American Century. Cambridge: 

Cambridge University Press. 

Frieden, Jeffrey A. (2006) Global Capitalism: It's Fall and Rise in the Twentieth Century. New York: W.W. 

Norton & Company. 

Gordon, John Steele. (2005) An Empire of Wealth: The Epic History of American Economic Power. NY: 

Harper Collins. 

Global Issues: The Challenges of Globalization Feb. 2006 

Kogut, Bruce (1999) "What Makes a Company Global," Harvard Business Review Jan-Feb 1999v77i1pI65(1) 

Khondker, Habibul Haque. (2004) "Glocalization as Globalization," Bangladesh e-Journal of Sociology, Voll. 

No.2 July 2004. 

Legrain, Phlippe. (2011) "America's economic policy mix is a threat to the world," philippelegrain.com 

Prestowitz, Clyde V. (2011) "Nothing Free About It," in Foreign Policy, April 18, 2011. 

Robinson, William. (2007) "Transnational Capitalism," Znet, Friday, April, 13,2007, 

http://www.zcommunications.orgltransnational-capitalism-by-william-robinson 

Rodick, Dani. (2011) The Globalization Paradox: Democracy and the Future of the World Economy. N.Y.: W. 

W. Norton & Company, Inc. 

Strange, Susan. (1986/1997) Casino Capitalism. Manchester: Manchester University Press. 

Uhalde, Ray and Jeff Strohl (2006). "America in the Global Economy," National Cener on Education and the 

Economy 2006. Dec. 2006 Washington D.C.: The American University, NCEE publication. 



Abstract 

America in the Global Marketplace 

Steven L. Rosen 

This paper will examine the historical rise of America as the central global player in the late 19th and 

20th century, and then try to assess its current role in the global market place. Though the focus is on the United 

States, the analysis will also reveal the core features of globalization, and lead to the larger debate about 

globalization- its promises and perils. Is globalization primarily an exploitative process, or is it a force for 

wealth creation, raising the standard of living of previously economic underdogs? It will be further argued that, 

through American influence, the global economic system has developed in a new direction, specifically what 

has been termed the "financialization" of world markets. The result is that global economic elites have 

prospered enormously, while the rest of the world's population has seen loses rather than net gains. 
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